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INDEPENDENT AUDITOR'S REPORT

To the Board of Trustees
Emerson Township
Gratiot County, Michigan

We have audited the accompanying general-purpose financial statements of Emerson
Township, Gratiot County, Michigan, as of and for the year ended March 31, 2004, as listed
in the table of contents. These general purpose financial statements are the responsibility
of Emerson Township management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the general-purpose financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the general purpose financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as
evaluating the overall general purpose financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

The general purpose financial statements referred to above do not include the general fixed
assets account group, which should be included to conform with generally accepted
accounting principles. The Township has not maintained a record of its general fixed
assets.

In our opinion, except for the effect on the financial statements of the omission described in
the preceding paragraph, the general-purpose financial statements referred to above
present fairly, in all material respects, the financial position of Emerson Township, as of
March 31, 2004, and the results of its operations for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

ROSLUND, PRESTAGE & COMPANY, P.C.
308 GRATIOT AVENUE « ALMA « MICHIGAN « 48801
PHONE: 989-463-6123 « FAX: 989-463-4055



In accordance with Government Auditing Standards, we have also issued a report dated
August 6, 2004 on our consideration of Emerson Township’s internal control over financial
reporting and on our test of its compliance with certain provisions of laws, regulations,
contracts, and grants.

Our audit was conducted for the purpose of forming an opinion on the general purpose
financial statements taken as a whole. The supplemental information listed in the table of
contents are presented for purposes of additional analysis and are not a required part of
the general purpose financial statements of Emerson Township, Gratiot County, Michigan.
Such information has been subjected to the auditing procedures applied in the audit of the
general purpose financial statements and, in our opinion, is fairly stated in all material
respects in relation to the general purpose financial statements taken as a whole.

M/ /,{47377} ' gn/“? ~c.

ROSLUND, PRESTAGE & COMPANY, P.C.
Certified Public Accountants

August 6, 2004



Emerson Township

Combined Balance Sheet - All Fund Types And Account Groups

March 31, 2004

ASSETS

Cash And Investments
Taxes Receivable

Total Assets

LIABILITIES AND FUND BALANCE

Liabilities
Accounts Payable

Total Liabilities

Fund Equity
Fund Balance - Unreserved
Total Fund Equity

Total Liabilities And
Fund Equity

Governmental
Fund Types

Total
Special (Memorandum

General Revenue Only)
$132,212 $48,685 $180,897
2,351 3,764 6,115
$134,563 $52,449 $187,012
$2,767 - $2,767
2,767 - 2,767
131,796 $52,449 184,245
131,796 52,449 184,245
$134,563 $52,449 $187,012

See Accompanying Notes To Financial Statements
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Emerson Township

Combined Statement Of Revenues, Expenditures, And Changes In Fund Balance -

All Governmental Fund Types
Year Ended March 31, 2004

Revenues
Taxes And Penalties
State Grants
Charges For Services
Interest And Rentals
Other Revenues

Total Revenues

Expenditures
Legislative
General Government
Public Safety
Public Works
Other

Total Expenditures

Excess Of Revenues Over

(Under) Expenditures

Other Financing Sources (Uses)

Transfers In
Transfers Out

Excess Of Revenues And Other
Sources Over (Under) Expenditures

And Other Uses

Fund Balance - April 1, 2003

Fund Balance - March 31, 2004

Governmental
Fund Types
Total
Special (Memorandum
General Revenue Only)

$31,514 $50,986 $82,500
69,075 - 69,075
1,477 - 1,477
1,203 116 1,319
558 - 558
103,827 51,102 154,929
3,570 - 3,570
35,522 - 35,522
3,155 23,062 26,217
6,877 37,656 44,533
16,696 - 16,696
65,820 60,718 126,538

38,007 (9,616) 28,391
- 12,528 12,528
(12,528) - (12,528)

25,479 2,912 28,391
106,317 49,537 155,854
$131,796 $52,449 $184,245

See Accompanying Notes To Financial Statements
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Emerson Township
Combined Statement Of Revenues, Expenditures, And Changes In Fund Balance -
Budget And Actual - All Governmental Fund Types
Year Ended March 31, 2004

General Fund Special Revenue Funds

[ Budget | [ Actual | [ Variance | [ Budget | | Actual |[ Variance |

Revenues

Taxes And Penaities $32,236 $31,514 ($722)  $49,960 $50,986 $1,026
State Grants 102,567 69,075 (33,492) - - -
Charges For Services 1,697 1,477 (220) - - -
Interest And Rentals 3,368 1,203 (2,165) - 116 116
Other Revenues 36 558 522 - - -
Total Revenues 139,904 103,827 (36,077) 49,960 51,102 1,142

Expenditures
Legislative 4,000 3,570 430 - - -
General Government 55,200 35,622 19,678 - - -
Public Safety 5,000 3,155 1,845 32,892 23,062 9,830
Public Works 12,000 6,877 5,123 40,485 37,656 2,829
Other 13,000 16,696 (3,696) - - -
Contingency 136,732 - 136,732 - - -
Total Expenditures 225,932 65,820 160,112 73,377 60,718 12,659

Excess Of Revenues Over
(Under) Expenditures (86,028) 38,007 124,035 (23,417) (9,616) 13,801

Other Financing Sources (Uses)

Transfers In - - - 18,500 12,528 (5,972)
Transfers Out (18,500) (12,528) 5,972 - - -
Excess Of Revenues And Other
Sources Over (Under) Expenditures
And Other Uses (104,528) 25,479 130,007 (4,917) 2,912 7,829
Fund Balance - April 1, 2003 106,317 106,317 - 49,537 49,537 -
Fund Balance - March 31, 2004 $1,789 $131,796 $130,007 $44,620 $52,449 $7.,829

See Accompanying Notes To Financial Statements
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Emerson Township
Notes To Financial Statements
March 31, 2004

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Reporting Entity

Emerson Township was organized within Gratiot County and covers an area of
approximately 36 square miles. The Township operates under an elected board of trustees
(5 members) and provides services to its more than 1,000 residents in many areas
including road maintenance and fire protection.

In accordance with generally accepted accounting principles and Governmental Accounting
Standards Board (GASB) Statement No. 14 “The Financial Reporting Entity” these financial
statements of Emerson Township contain all of the funds and account groups that. are
controlled by or dependent on the Township's executive or legislative branches. Control by
or dependence on the Township was determined on the basis of appointment of governing
authority, budget adoption, taxing authority, outstanding debt secured by revenues or
general obligations of the Township, obligations of the Township to finance any deficits that
may occur, receipts of significant subsidies from the Township, disposition of surplus funds,
scope of public services, and whether the financial statements would be misleading if data
were not included.

Measurement Focus, Basis of Accounting and Basis of Presentation

The accounts of the Township are organized and operated on the basis of funds and
account groups. A fundis an independent fiscal and accounting entity with a self-balancing
set of accounts. Fund accounting segregates funds according to their intended purpose
and is used to aid management in demonstrating compliance with finance-related legal and
contractual provisions. The minimum number of funds is maintained consistent with legal
and managerial requirements. Account groups are a reporting device to account for certain
assets and liabilities of the governmental funds not recorded directly in those funds.

The Township has the following fund types:

GOVERNMENTAL FUNDS

Governmental funds are used to account for the Township's general government activities.
Governmental fund types use the flow of current financial resources measurement focus
and the modified accrual basis of accounting. Under the modified accrual basis of
accounting revenues are recognized when susceptible to accrual (i.e., when they are
“measurable and available”). “Measurable” means the amount of the transaction can be
determined and “available” means collectible within the current period or soon enough
thereafter to pay liabilities of the current period.




Emerson Township
Notes To Financial Statements
March 31, 2004

The Township considers all revenues available if they are collected within 60 days after
year-end. Property tax revenue is recognized in accordance with the Michigan Committee
on Governmental Accounting and Auditing Statement No. 3, "Revenue Recognition of
Property Taxes".

Expenditures are recorded when the related fund liability is incurred except expenditures
are not normally divided between years by the recording of prepaid expenses, and
payments for inventoriable types of supplies are recorded as expenditures at the time of
purchase.

Property taxes, interest, licenses, and special assessments are susceptible to accrual.
Other receipts and taxes become measurable and available when cash is received by the
Township and are recognized as revenue at that time.

Entitlement and shared revenues are recorded at the time of receipt or earlier if the
susceptible to accrual criteria are met. Expenditure driven grants are recognized as
revenue when the qualifying expenditures have been incurred and all other grant
requirements have been met.

Governmental funds of the Township include the following fund types:

General Fund - The general fund is the primary operating fund of the Township. Itis used
to account for all financial resources except those required to be accounted for in another
fund.

Special Revenue Funds — The special revenue funds are used to account for the proceeds
of specific revenue sources (other than special assessments, expendable trusts, or major
capital projects) which are to be expended for specific purposes as directed by legal,
regulatory, or administrative requirements. The Township has two special revenue funds:
the Road Fund and the Fire Fund.

FIDUCIARY FUNDS

Fiduciary funds account for assets held by the Township in a trustee capacity or as an
agent on behalf of individuals, private organizations, other governments, or other funds.
Fiduciary funds of the Township include the following fund types:

Agency Fund - Agency funds are custodial in nature (assets equal liabilities) and do not
involve measurement of results of operations. The Township has one agency fund: the Tax
Collection Agency Fund.




Emerson Township
Notes To Financial Statements
' March 31, 2004

Deposits and Investments

The Township’s cash and cash equivalents are considered to be cash on hand, demand
deposits, and short-term investments with original maturities of three months or less from
the date of acquisition.

Receivables

Transactions between funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal year are referred to as “interfund receivables/payables.”
All other outstanding balances between funds are reported as “due to/from other funds.”

All trade and property tax receivables are shown net of an allowance for uncollectibles.
Fixed Assets

Fixed assets used in the general operations of the Township are recorded as expenditures
when purchased and are accounted for in the general fixed asset account group at cost or
estimated historical cost if purchased or constructed. Donated fixed assets are recorded
at their estimated fair value at the date of donation. No depreciation has been provided
on general fixed assets. Infrastructure assets, including roads, bridges, sewers, drains,
curbs, and gutters are not capitalized.

The cost of normal maintenance and repairs that do not add to the value of the asset or
materially extend the asset's lives are not included in the general fixed asset account

group.

The Township has not maintained a record of general fixed assets and, therefore, it is not
presented in this report.

Memorandum Only — Total Columns

Total columns on the general purpose financial statements are captioned "memorandum
only" to indicate that they are presented only to facilitate financial analysis. Data in these
columns does not present financial position, results of operations, or changes in financial
position in conformity with generally accepted accounting principles. Neither is such data
comparable to a consolidation. Interfund eliminations have not been made in the
aggregation of this data.



Emerson Township
Notes To Financial Statements
March 31, 2004

Property Taxes

Taxes are levied each December 1st based on the state equalized valuation of the property
located in the Township as of the preceding December 31%', The Township bills and
collects its own property taxes. Collection of taxes and remittance of them to various
entities are accounted for in the Township's agency fund. Township property tax revenues
are recognized when levied to the extent that they result in current receivables. These
taxes are due in September and February with a final collection date of February 28™. The
County purchases any uncollected real property taxes returned delinquent.

The 2003 state equalized value for the Township amounted to approximately $25,492,500
which ad valorem taxes levied for Township operations consisted of 1.0165 mills or
$25,913 for general operations, and 1.0 mills or $25,493 for fire/rescue services, and 1.0
mills or $25,493 for road services.

Combining Statements

The Township has only one fiduciary fund: the Tax Collection Agency Fund. Accordingly,
no combining financial statements are necessary for that fund type.

The Township has two special revenue fund types: the Road Fund and the Fire Fund.
Accordingly, combining financial statements are provided in the back of this report for these
special revenue fund types.

Budgets And Budgetary Accounting

Budgets are adopted by the Township for the general fund and special revenues funds.
The budget is adopted and prepared on the modified accrual basis of accounting. The
budget is adopted at the function level. The budgeted revenues and expenditures for
governmental fund types, as presented in this report, include any authorized amendments
to the original budget as adopted.

Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenditures during the reporting period. Actual results
could differ from those estimates.



Emerson Township
Notes To Financial Statements
March 31, 2004

NOTE 2. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
Budgetary Information

Annual budgets are adopted on a basis consistent with generally accepted accounting
principles for all governmental funds. All annual appropriations lapse at fiscal year end.
P.A. 621 of 1978, section 18(1), as amended, provides that a local unit shall not incur
expenditures in excess of the amount appropriated. In the body of the financial statements,
the Township’s actual expenditures and budgeted expenditures for the budgetary funds
have been shown on a functional basis. The approved budgets of the Township for these
budgetary funds were adopted to the function level. During the year ended March 31, 2004,
the Township incurred expenditures in excess of the amounts appropriated as shown on
page 3 of this report.

NOTE 3. DETAILED NOTES ON ALL FUNDS AND ACCOUNT GROUPS

Deposits And Investments

Michigan Compiled Laws, Section 129.91, authorizes the Township to deposit and invest in
the accounts of federally insured banks, credit unions, and savings and loan associations;
bonds, securities and other direct obligations of the United States, or any agency or
instrumentality of the United States in which the principal and interest is fully guaranteed by
the United States, including securities issued or guaranteed by the Government National
Mortgage Association; United States government or federal agency obligation repurchase
agreements; bankers acceptance of United States banks; commercial paper rated by two
standard rating agencies within the three highest classifications which mature not more
than 270 days after the date of purchase, and which involve no more than 50% of any one
fund; and mutual funds composed of investment vehicles which are legal for direct
investment by local units of government in Michigan.

Michigan law prohibits security in the form of collateral, surety bonds, or other forms for the
deposit of public money. Attorney General’s Opinion No. 6168 states that public funds may
not be deposited in financial institutions located in states other than Michigan.

The Township’s deposits and investments are in accordance with statutory authority.
The carrying amount of the Township's deposits with financial institutions was $180,897
and the bank balance was $182,783. The portion of the bank balance covered by federal

depository insurance at year-end was $142,167.

The Township's cash and investments consist of checking, money market accounts, and
certificates of deposits.



Emerson Township
Notes To Financial Statements
March 31, 2004

Due From/To Other Funds

The amount of “Due From/To Other Funds” represents property taxes collected and held in
the agency fund that are due to the general fund.

Pension Plan

The Township of Emerson contributes to the Township of Emerson Allocated Retirement
Account, which is a defined contribution pension plan. A defined contribution pension plan
provides benefits in return for services rendered, provides an individual account for each
participant, and specifies how contributions to the individual's account are to be determined
instead of specifying the amount of benefits the individual is to receive.

Under a defined contribution pension plan, the benefits a participant will receive depend
solely on the amount contributed to the participant's account and the returns earned on
investments of those contributions. The plan covers all elected officials or appointments to
elected positions and these individuals become eligible to participate in the plan on the first
entry date coincident with or immediately following the date of employment. Entry into the
plan occurs on each April 1. The Township is required to make annual contributions based
on salaries as follows:

Salary Contribution
$999 and less $150
$1,000 — 1,999 $300
$2,000 — 2,999 $450
$3,000 — 3,999 $600
$4,000 and over $750

Employees may make voluntary contributions up to a maximum of 10% of their salary.
Contributions made either by employees or the employer is vested 100% immediately and
is nonforfeitable. During the year the Township's actual contributions amounted to $2,850.
There were no voluntary contributions made during the year.

No pension provision charges occurred during the year that affected the required
contributions to be made by the Township or its employees. The Township of Emerson
allocated retirement account held no securities of the Township or other related parties
during the year or as of the close of the fiscal year.



Emerson Township
Notes To Financial Statements
March 31, 2004

Risk Management

The Township is exposed to various risks of loss related to torts; thefts of, damage to, and
destruction of assets; errors and omissions; and natural disasters for which the Township
carries commercial insurance.

Settled claims for the commercial insurance have not exceeded the amount of coverage in
any of the past three years. There was no reduction in coverage obtained through
commercial insurance during the past year.

Building Inspection Department Fund

Public Act 245 of 1999 was signed on December 28, 1999 and took immediate effect. This
act amends the State Construction Code Act (Public Act 230 of 1972) and requires, among
other things, the establishment of a special revenue fund to account for the revenues and
expenditures associated with issuing building permits, examining plans and specifications,
inspecting construction before issuing permits, and issuing certificates of use and
occupancy.

The Township has not established this fund because the fee structure is not intended to

recover the full cost and the Township has the ability to tract the full cost and revenues of
this activity without creating a separate fund.

10




Emerson Township
General Fund
Statement Of Expenditures
Year Ended March 31, 2004

Legislative
Township Board
Salaries And Wages $3,570
Total Legislative 3,570
General Government
Supervisor
Salaries And Wages 9,765
Miscellaneous 100
Total Supervisor 9,865
Clerk
Salaries And Wages 6,405
Accounting and Auditing 985
Supplies 1562
Miscellaneous 2,247
Total Clerk 9,789
Treasurer
Salaries And Wages 6,405
Supplies 847
Total Treasurer 7,252

Board Of Review

Salaries And Wages 1,745
Building and Grounds
Utilities 2,388
Repairs And Maintenance 2,133
Total Building and Grounds 4,521
Cemetery
Miscellaneous 2,350
Total Cemetery 2,350
Total General Government 35,622

See Accompanying Notes To Financial Statements
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Emerson Township
General Fund
Statement Of Expenditures (Continued)
Year Ended March 31, 2004

Public Safety
Zoning Board

Salaries And Wages $2,980
Miscellaneous 175
Total Public Safety 3,155
Public Works
Drains At Large
Contracted Services 4,401

Sanitation Land Fill

Salaries And Wages 35
Contracted Services 2,441
Total Sanitation Land Fill 2,476
Total Public Works 6,877
Other

Payroll Taxes 3,280
Insurance And Bonds 2,539
Retirement 3,157
Capital Outlay 7,720
Total Other 16,696
Total Expenditures $65,820

See Accompanying Notes To Financial Statements
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Emerson Township
Special Revenue Funds
Combining Balance Sheet
March 31, 2004

ASSETS
Cash
Property Taxes Receivable

Total Assets

LIABILITIES AND FUND EQUITY
Fund Balance

Total Liabilities And Fund Equity

Fire Road
Fund Fund Totals
$24,067 $24,618 $48,685
1,882 1,882 3,764
$25,949 $26,500 $52,449
$25,949 $26,500 $52,449
$25,949 $26,500 $52,449

See Accompanying Notes To Financial Statements
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Emerson Township
Special Revenue Funds
Combining Statement Of Revenues, Expenditures
And Changes In Fund Balance
March 31, 2004

Fire Road
Fund Fund Totals
Revenues
Property Taxes $25,493 $25,493 $50,986
Interest 93 23 116
Total Revenues 25,586 25,516 51,102
Expenditures
Public Safety
Fire Protection 22,762 - 22,762
Rescue Fees 300 - 300
Public Works
Highways, Streets, Bridges - 37,656 37,656
Total Expenditures 23,062 37,656 60,718
Excess Of Revenues Over
(Under) Expenditures 2,524 (12,140) (9,616)
Other Financing Sources (Uses)
Transfers In - 12,528 12,528
Excess Of Revenues And Other
Sources Over (Under) Expenditures
And Other Uses 2,524 388 2,912
Fund Balance - April 1, 2003 23,425 26,112 49,537
Fund Balance - March 31, 2004 $25,949 $26,500 $52,449

See Accompanying Notes To Financial Statements
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Emerson Township
Tax Collection Agency Fund
Statement Of Changes In
Assets And Liabilities
Year Ended March 31, 2004

Balance Balance

Aprit 1, 2003 Increases Decreases March 31, 2004

ASSETS
Cash - $525,575 $525,575 -
Total Assets - $525,575 $525,575 -
Due To General Fund - $29,194 $29,194 -
Due To Road Fund - 23,610 23,610 -
Due To Fire Fund - 23,610 23,610 -
Due To County - 298,401 298,401 -
Due To Schools - 150,760 150,760 -
Total Liabilities - $525,575 $525,575 -

See Accompanying Notes To Financial Statements
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To The Board Of Trustees
Emerson Township
Gratiot County, Michigan

We have audited the general-purpose financial statements of Emerson Township as of and
for the year ended March 31, 2004, and have issued our report thereon dated August 6,
2004, which was qualified because the general-purpose financial statements omit the
General Fixed Asset Account Group. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable
to financial audits contained in Government Auditing Standards issued by the Comptroller
General of the United States.

Compliance

As part of obtaining reasonable assurance about whether Emerson Township's financial
statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts and grants, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of
our audit and, accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance that are required to be reported under
Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Emerson Township’s internal control
over financial reporting in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on the
internal control over financial reporting.
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Our consideration of the internal control over financial reporting would not necessarily
disclose all matters in the internal control over financial reporting that might be material
weaknesses. A material weakness is a condition in which the design or operation of one or
more of the internal control components does not reduce to a relatively low level the risk
that misstatements in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions.

We noted no matters involving the internal control over financial reporting and its operation
that we consider to be material weaknesses. However, we noted other matters involving
the internal control over financial reporting, which we have reported to management of
Emerson Township in a separate letter dated August 6, 2004.

This report is intended for the information of management and federal and state awarding
agencies and pass-through entities and is not intended to be and should not be used by
anyone other than these specified parties. However, this report is a matter of public record
and its distribution is not limited.

szf*ff, /%J‘ 7’.@*’/“7 iO-C'

ROSLUND, PRESTAGE & COMPANY, P.C.
Certified Public Accountants

August 6, 2004
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MANAGEMENT LETTER

To The Board Of Trustees
Emerson Township
Gratiot County, Michigan

In planning and performing our audit of the financial statements for Emerson Township for
the fiscal year ended March 31, 2004, we considered the internal control structure to
determine our auditing procedures for the purpose of expressing an opinion on the
financial statements and not to provide assurance on the internal control structure.

During our audit we became aware of matters that are opportunities for strengthening
internal controls and operating efficiency. The memorandum that accompanies this letter
summarizes our comments and suggestions regarding those matters.

This letter does not affect our audit report dated August 6, 2004 on the financial statements
of Emerson Township.

We will review the status of these comments during our next audit engagement. We have
discussed these comments and suggestions with management, and will be pleased to
discuss them in further detail at your convenience, to perform any additional study of these
matters, or to assist you in implementing the recommendations.

Sincerely,

M.f, Mﬁ- f cmﬂb—? ‘O.C.

ROSLUND, PRESTAGE AND COMPANY, P.C.
Certified Public Accountants

August 6, 2004

ROSLUND, PRESTAGE & COMPANY, P.C.
308 GRATIOT AVENUE « ALMA + MICHIGAN « 48801
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Emerson Township
August 6, 2004

COUNCIL OVERSIGHT

The size of the Township’s accounting and administrative staff precludes certain internal
controls that would be preferred if the office staff were large enough to provide optimum
segregation of duties.

Therefore, we recommend that the members of the Board of Trustees maintain a level of
involvement in the financial affairs of the organization to provide appropriate oversight and
independent review functions.

GASB No. 34

On June 10, 1999, the GASB unanimously approved the issuance of GASB No. 34, Basic
Financial Statements — and Management’s Discussion and Analysis — for State and Local
Governments. This Statement will have a significant impact on the way state and local
governments report their finances to the public.

GASB No. 34 establishes new requirements for the annual financial reports of state and
local governments. The basic financial statements and required supplementary
information will include Management’s Discussion and Analysis (MD&A). The MD&A is a
narrative report prepared in an easy-to-read format by the financial manager. It should
introduce the basic financial statements; provide an analytical over-view of the financial
activities for the year based on the financial manager's knowledge of the transactions,
events, and conditions reflected in the financial report and the fiscal policies that control the
government’s operations. Use of charts, tables, and graphs is encouraged.

In addition to the MD&A, full accrual accounting will also be required, which will incorporate
capitalization of fixed assets, depreciation, and long-term liabilities into the financial
statements. A substantial amount of time by management may be required to implement
GASB No. 34.

The requirements of this GASB Statement are effective in three phases based on the total
annual revenues of the government. For your Township, the effective implementation date
is fiscal years beginning March 1, 2004 and will be reflected in the financial statements to
be issued for the March 31, 2006 audit.

We would be pleased to assist you with implementing GASB No. 34.
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INDEPENDENT REVIEW AND APPROVAL OF BANK RECONCILIATIONS

Currently a person independent of the bank reconciliation function does not review these
reconciliations.

We recommend that one or more members of the Township Board, other than the
preparer, review all completed bank reconciliations on a monthly basis. This review should
include scanning the reconciling items for any unusual items and tracing the reconciled
balance to the financial statements. The reviewer(s) should then initial and date the
reconciliation to indicate the review was completed.

We also recommend that a member of the Board open the bank statements and review
them for any unusual transactions before giving them to the person responsible for
performing the reconciliations. The review of the bank statement will ensure that unusual
items are investigated on a timely basis.



